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TO: Docket Control

Arizona Corporation Commission
FROM: Emest Gé@/

Director

Utilities Division
Date: October 17, 2008
RE: STAFF REPORT FOR THE APPLICATION OF MOHAWK UTILITY

COMPANY, INC. FOR AN EXTENSION OF ITS CERTIFICATE OF
CONVENIENCE AND NECESSITY (DOCKET NO. W-02341406-0040)

Attached is the Staff Report for the application of Mohawk Utility Company, Inc. for

Commission authorization to extend its Certificate of Convenience and Necessity. Staff
recommends approval with conditions.

EGJ:KMS:kdh
Originator: Kiana M. Sears

Attachment: Original and 13 Copies
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EXECUTIVE SUMMARY
MOHAWK UTILITY COMPANY, INC.
APPLICATION FOR EXTENSION OF CERTIFICATE OF CONVENIENCE
AND NECESSITY (DOCKET NO. W-02341A-06-0040)

On January 24, 2006, Mohawk Utility Company, Inc. (“Mohawk” or “Company”) filed
an application with the Arizona Corporation Commission (“ACC” or “Commission”) for
authorization to extend its current Certificate of Convenience and Necessity (“CC&N”) to three
new sections, contiguous to its certificated area. The extension areas identified are all in
Township 8 South, Range 17 West of the Gila and Salt River Base and Meridian in Yuma
County, Arizona. The Section 26 extension area includes the Northwest quarter of Section 26.
The Section 27 extension area includes the South one-half of the Southwest one-quarter of
Section 27. The Section 28 extension area includes the South one-half of the Southeast one-
quarter of Section 28.

Staff found that Mohawk is in good standing with the Corporations Division of the
Commission and has no compliance issues with the Compliance Section of the Utilities Division.
Also, the Arizona Department of Environmental Quality (“ADEQ”) has determined that the
Company is providing water that meets water quality standards required by the Arizona
Administrative Code, Title 18, Chapter 4.

Further, Staff found that the Company’s satisfactory history of operating water systems in
Arizona indicates that it is a fit and proper entity to operate water systems in the requested
extension areas. Accordingly, Staff recommends that the Commission approve Mohawk’s
request for extension of its current CC&N. Staff further recommends the following conditions:

1. Staff recommends that Mohawk file with the Commission’s Docket Control, as
compliance item in this docket, a copy of the ADEQ Approval of Construction (“AOC”)
for at least 20,000 gallons of additional storage by May 1, 2009.

2. Staff further recommends that the Company file with Docket Control, as a compliance
item in this docket, a copy of the Arizona Department of Water Resources (“ADWR”)
Letter of Adequate Water Supply for each subdivision in the requested areas, when
received by the Company, but no later than 30 days after issuance by ADWR.

3. Staff further recommends that the Company file with Docket Control, as a compliance
item in this docket, documentation showing that ADWR has determined that Mohawk is
in compliance with departmental requirements governing water providers and/or
community water systems by December 31, 2008

4. Staff further recommends that Mohawk charge its customers its current authorized rates
and charges in the extension area.

o



. Staff recommends that the Section 28 extension area be excluded from any CC&N

extension granted to Mohawk as a result of this application.

. Staff further recommends that Mohawk file with Docket Control, as a compliance item in
this docket, documentation that the Company’s operator holds an appropriate and current
certified operator license, within 90 days of the effective date of the decision in this case.

. Staff further recommends that the Company file with Docket Control, as a compliance
item in this docket, a copy of the Approval to Construct issued by ADEQ for water plant
facilities needed to serve the requested area by January 1, 2011.

. Staff further recommends that the Commission Order approving this extension be
deemed null and void, after due process, if Mohawk does not comply with the above
requirements Nos. 1,2,3,6, and 7 in the time ordered.
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Introduction

On January 24, 2006, Mohawk Utility Company Inc. (“Mohawk” or “Company”) filed an
application with the Arizona Corporation Commission (“Commission”) for extension of its water
Certificate of Convenience and Necessity (“CC&N”) to new sections within Yuma County. The
requested extension areas are contiguous to its current CC&N.

The Company is a corporation in good standing with the Corporations Division of the
Commission and has no outstanding compliance issues in the records of the Compliance Section

of the Utilities Division.

Requested CC&N Extension Areas

The extension areas, which are identified according to the Section each is located in, are
all in Township 8 South, Range 17 West of the Gila and Salt River Base and Meridian in Yuma
County, Arizona. The Section 26 extension area includes the Northwest quarter of Section 26.
The Section 27 extension area includes the South one-half of the Southwest one-quarter of
Section 27. The Section 28 extension area includes the South one-half of the Southeast one-
quarter of Section 28.

Existing Water Systems

The Mohawk Irrigation District Canal just to the north of the Mohawk water treatment
plant is the source for the domestic untreated water being used by Mohawk to serve its customer
base. Water is treated and stored at the water treatment plant before being delivered to
customers. The water treatment plant and system (water source capacity 250 gallons per minute
(“GPM”) consist of two 7.5 horsepower booster pumps, four 10,000 gallon storage tanks, one
2,000 gallon pressure tank, two rapid sand filters, one Anthracite filter, gas chlorination system
and a distribution system serving 130 customers in December 2007. The historical growth rate
since 2000 has been very modest, with just over three new connections added per year. Based on
Water Use Data information reported in the Company’s 2007 Annual Report filing, Staff
concludes that this system does not have adequate storage capacity to serve the existing base of
customers. Staff understands that Mohawk has plans to add an additional 20,000 gallons of
storage.

Mr. Robert Chris Rockwell, Mohawk’s President/Owner, is also the water system
certified operator, Arizona Department of Environmental Quality (“ADEQ”) License No. 03587.
Staff understands that Mr. Rockwell’s license expired on June 30, 2008, and that he is in the
process of getting his license renewed.

Proposed Water System

The Company provided cost estimates to expand the capacity of its existing water
treatment plant located in the Section 27 extension area so it can be used to serve the planned
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development in the Section 26 extension area. Specifically, the Company plans to install
additional storage capacity (two 50,000 gallon storage tanks in addition to the above 20,000
gallons) and water treatment plant to serve future growth. The cost to construct a new 6-inch
main to interconnect the Section 26 extension area with Mohawk’s existing treatment plant was
also provided.1 Staff concludes that the Company’s proposed water system should have
adequate capacity to serve the requested areas within a conventional five year planning period
and can reasonably be expected to develop additional capacity as required in the future.

Arizona Department of Environmental Quality Compliance Section

ADEQ has indicated in its issued status report that the Company is currently delivering
water that meets water quality standards required by the Arizona Administrative Code, Title 18,
Chapter 4.

Arizona Department of Water Resources (“ADWR?”)

Mohawk is not located in any Active Management Area (“AMA”), as designated by
ADWR. '

Designation of Adequate Water Supply

ADWR has issued a Water Report for the area being requested. Mohawk has a contract
for the availability of 200 acre-feet per calendar year of domestic water with Wellton-Mohawk
Irrigation and Drainage District (“District”). ADWR records indicate that Mohawk served 63
acre-feet during 2006. Without considering any new uses since that date, there are
approximately 137 acre-feet of water physically available to support Mohawk’s water service to
customers in an expanded CC&N area. Company data indicates that approximately 100 acre-feet
of water will be needed annually to serve the expanded CC&N area.

Arsenic and Other Water Quality Issues

ADEQ regulates the water system under ADEQ Public Water System LD. # 14-030.
ADEQ has determined that this system is in full compliance with ADEQ requirements and is

currently delivering water that meets water quality standards required by Arizona Administrative
Code, Title 18, and Chapter 4.

Curtailment Tariff

The Company has an approved curtailment tariff on file with the Commission.

! The Company’s costing engineer recommended that a new water treatment plant near the point of delivery in
Section 26 be evaluated prior to implementing the proposed plan to expand Mohawk’s existing water treatment plant
(Source: Company Data Response Docketed July 7, 2008).
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Cost Analysis

The Company submitted the Engineer’s Estimate, prepared by Don Dillon, CMX Group,
which included a breakdown of the proposed water system component costs and a total projected
cost of $412,200. The Company is planning to fund the proposed plant facilities by advances in
aid of construction through the use of Main Extension Agreements.

Staff concludes that the proposed plant facilities to serve the requested area and its cost
estimate totaling $412,200 appear to be reasonable. However, no “used and useful”
determination of the proposed plant items were made and no particular treatment should be
inferred for rate making or rate base purposes.

Franchise

Applicants for a CC&N extension are required to submit to the Commission evidence
showing requisite consent, franchise or permit by an appropriate authority. Mohawk has obtained
approval to provide water for domestic as well as commercial purposes within Yuma County,
Arizona.

Proposed Rates and Charges

Staff recommends that the Company serve the requested extension areas under its
authorized rates and charges.

Conclusions and Recommendations

Based on Mohawk’s proposal, its current experience in operating a water utility in
Arizona, and compliance record with Arizona regulatory agencies; Staff concludes that the
Company is a fit and proper entity to serve the extension area. Based on the documented
demand for service in the requested area, Staff finds that it is in the public interest to approve
Mohawk’s request for CC&N extension. Accordingly, Staff recommends approval of the
Company’s requested CC&N extension.

Staff further recommends that the Company be ordered to comply with the following
conditions of approval:

1. Staff recommends that Mohawk files with the Commission’s Docket Control, as
compliance item in this docket, a copy of the ADEQ’s Approval of Construction
(“AOC”) for at least 20,000 gallons of additional storage by May 1, 2009.

2. Staff further recommends that the Company file with Docket Control, as a
compliance item in this docket, a copy of ADWR’s Letter of Adequate Water Supply
for each subdivision in the requested areas, when received by the Company, but no
later than 30 days after issuance by ADWR.
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. Staff further recommends that the Company file with Docket Control, as a

compliance item in this docket, documentation showing that ADWR has determined
that Mohawk is in compliance with departmental requirements governing water
providers and/or community water systems by December 31, 2008

. Staff further recommends that Mohawk charge its customers its current authorized

rates and charges in the extension area.

. Staff further recommends that Mohawk file with Docket Control, as a compliance

item in this docket, documentation that the Company’s operator holds an appropriate
and current certified operator license, within 90 days of the effective date of the
decision in this case.

. Staff recommends that the Section 28 extension area be excluded from any CC&N

extension granted to Mohawk as a result of this application.

. Staff further recommends that the Company file with Docket Control, as a

compliance item in this docket, a copy of the Approval to Construct issued by ADEQ
for water plant facilities needed to serve the requested area by January 1, 2011

. Staff further recommends that the Commission Order approving this CC&N

extension be deemed null and void, after due process, if Mohawk does not comply
with the above requirements Nos. 1,2,3,5, and 7 in the time ordered.



ATTACHMENT A

MEMORANDUM

TO: Kiana Sears
Executive Consultant I

FROM:  Del Smith {1

Utilities Engineer Supervisor
DATE: September 02, 2008

RE: MOHAWK UTILITY COMPANY, INC.
DOCKET NO. W-02341A-06-0040 (CC&N EXTENSION)

Introduction

Mohawk Utility Company, Inc. (“Mohawk” or “Company”) has applied with the
Arizona Corporation Commission (“ACC” or “Commission”) to extend its Certificate of
Convenience and Necessity (“CC&N”) to provide water service to what has been
identiﬁed1 as three separate areas. These areas are the pink highlighted areas depicted in
Figure 1.

The extension areas which are identified according to the Section each is located
in are all in Township 8 South, Range 17 West of the Gila and Salt River Base and
Meridian in Yuma County, Arizona. The Section 26 extension area includes the
Northwest quarter of Section 26. The Section 27 extension area includes the South one-
half of the Southwest one-quarter of Section 27. The Section 28 extension area includes
the South one-half of the Southeast one-quarter of Section 28.

Mohawks existing CC&N is located primarily in the Southwest quarter of Section
26 and consists of roughly 180 acres and includes approximately 108 lots.>  The
extension area overall consists of approximately 320 acres and includes plans for
approximately 135 lots. The Section 26 extension area which is labeled in Figure 1 as the
Jennings Parcel, when fully developed will consist of 65 lots. The Section 27 extension

! The extension area requested by Mohawk in its application filed on January 24, 2006, consisted of
approximately two and one-quarter square miles and included areas that had previously been requested in a
CC&N extension application filed by Tacna Water Management Company, Inc. ("Tacna”) in Docket No.
W-01344A-04-0815. The extension area described above is defined in a settlement agreement Mohawk
entered into with Tacna. This agreement settled the dispute between the two Companies over the contested
service areas and facilitated the issuance of Decision No. 69208 which approved an extension of Tacna’s
CC&N (Source: Tacna filed a copy of the settlement with Mohawk in this docket on May 16, 2006).

2 Mohawk’s existing CC&N also includes that portion of the Northwest ¥4 of Section 35 lying northerly of
highway 80 which consists of approximately 20 to 30 acres.
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area includes plans for approximately 70 lots. As depicted in Figure 1 the Section 27
extension area includes six existing service connections and the Mohawk water treatment
plant in the northwest corner. Finally, the Section 28 extension area, labeled in Figure 1
as the Conley Parcel, is currently undeveloped except for the home that the Conley’s live
in. Staff understands that the land included in the Section 28 extension area is owned by
Carl Conley. When asked to provide service request(s) and related costs for the Section
28 extension area, the Company responded that it had decided to remove the Conley
property from its CC&N extension request. The Company does not provide any service
in Section 28 and future plans to develop this area currently do not exist.

Mohawk Water System

The Mohawk Irrigation District Canal just to the north of the Mohawk water
treatment plant (see Figure 1) is the source for the domestic untreated water being used
by Mohawk to serve its customer base. Water is treated and stored at the water treatment
plant before being delivered to customers. The water treatment plant and system (water
source capacity 250 gallons per minute (“GPM”)) consisted of two 7.5 horsepower
booster pumps, four 10,000 gallon storage tanks, one 2,000 gallon pressure tank, two
rapid sand filters, one Anthracite filter, gas chlorination system and a distribution system
serving 130 customers in December 2007.> The historical growth rate since 2000 has
been very modest, with just over three new connections added per year.* Based on Water
Use Data information reported in the Company’s 2007 Annual Report filing, Staff
concludes that this system does not have adequate storage capacity to serve the existing
base of customers. Staff understands that Mohawk has plans to add an additional 20,000
gallons of storage.

Mr. Robert Chris Rockwell, Mohawk’s President/Owner, is also the water system
certified operator, Arizona Department of Environmental Quality (“ADEQ”) License No.
03587. Staff understands that Mr. Rockwell’s license expired on June 30, 2008 and that
he is in the process of getting his license renewed.

Water System Infrastructure Expansion

The Company provided cost estimates to expand the capacity of its existing water
treatment plant located in the Section 27 extension area so it can be used to serve the
planned development in the Section 26 extension area. Specifically, the Company plans
to install additional storage capacity (two 50,000 gallon storage tanks in addition to the
above 20,000 gallons) and water treatment plant to serve future growth. The cost to
construct a new 6-inch main to interconnect the Section 26 extension area with

? Information contained in Mohawk’s 2007 Commission Annual Report.
* Commission Annual Report data indicates growth in connections per year averaged 3.1 for the period of
2000 through 2006.
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Mohawk’s existing treatment plant was also provided.’  Staff concludes that the
Company’s proposed water system should have adequate capacity to serve the requested
areas within a conventional five year planning period and can reasonably be expected to
develop additional capacity as required in the future.

Cost Estimates

The Company submitted the Engineer’s Estimate, prepared by Don Dillon, CMX
Group, which included a breakdown of the proposed water system component costs and a
total projected cost of $412,200.°

A summary of the plant facilities expansion and related cost estimates are as
follows:

# Description Amount Unit Cost Cost

1 | 5,200 linear feet of 6 inch ductile iron pipe 5,200 $ 33.00 | $ 171,600.00
2 | 6 inch valves 4 $ 1,000.00 |$ 4,000.00
3 | 2 inch air release valves 1 $ 1,600.00 [$ 1,600.00
4

5 | Water Plant additions/upgrades: $ 200,000.00
6 | Pressure Pump

7 | Hydrostatic Tank

8 | Sand Filter Expansion

9 | Chemical System Expansion

10 | New storage tank

11 | Electrical Controls

12

13 | Engineering costs $ 25,000.00
14 | Survey costs $ 5,000.00
15 | Permits and Contingency $  5,000.00

Total | § 412,200.00

The Company is planning to fund the proposed plant facilities by advances in aid
of construction through the use of Main Extension Agreements.

Staff concludes that the proposed plant facilities to serve the requested area and
its cost estimate totaling $412,200 appear to be reasonable. However, no “used and

* The Company’s costing engineer recommended that a new water treatment plant near the point of delivery
in Section 26 be evaluated prior to implementing the proposed plan to expand Mohawk’s existing water
treatment plant (Source: Company Data Response Docketed July 7, 2008).

® Cost Estimates are preliminary and cover the expansion of needed off-site infrastructure. These estimates
do not include the cost of distribution plant for the delivery of water to any individual home sites within a
proposed development (Source: Company Data Response Docketed July 7, 2008).
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useful” determinations of the proposed plant items were made and no particular treatment
should be inferred for rate making or rate base purposes.
Arizona Department of Environmental Quality (“ADEQ”) Compliance

Compliance Status

ADEQ regulates the water system under ADEQ Public Water System L.D. # 14-
030. ADEQ has determined that this system is in full compliance with ADEQ
requirements and is currently delivering water that meets water quality standards required
by Arizona Administrative Code, Title 18, Chapter 4

Approval to Construct (“ATC”)

The Company has not yet obtained the ADEQ ATC for the proposed water plant
facilities needed to serve the requested area.

Arizona Department of Water Resources (“ADWR”) Compliance

Compliance Status

Mohawk is not located in an Active Management Area. ADWR has determined
that Mohawk is currently not in compliance with departmental requirements governing
water providers and/or community water systems. Mohawk has not submitted a system
water plan.8

Adequate Water Supply

ADWR has issued a Water Report for the area being requested. Mohawk has a
contract for the availability of 200 acre-feet per calendar year of domestic water with
Wellton-Mohawk Irrigation and Drainage District (“District”). ADWR records indicate
that Mohawk served 63 acre-feet during 2006. Without considering any new uses since
that date, there are approximately 137 acre-feet of water physically available to support
Mohawk’s water service to customers in an expanded CC&N area. Company data
indicates that approximately 100 acre-feet of water will be needed annually to serve the
expanded CC&N area.

"7 ADEQ Drinking Water Compliance Status Report dated August 4, 2008.
8 Per ADWR Water Provider Compliance Status Report dated August 15, 2008.




Mohawk Utility Company, Inc.
W-02341A-06-0040

Page 5

ACC Compliance

A check with the Utilities Division Compliance Section showed that there are
currently no delinquent compliance items for the Company.’

Curtailment Tariff

The Company has an approved curtailment tariff.
Backflow Prevention Tariff

The Company has an approved backflow prevention tariff.
Summary
Conclusions

1. Staff concludes that the Mohawk system does not have adequate storage capacity to
serve the existing base of customers.

2. ADEQ reported that the Company’s existing water system is currently delivering
water that meets water quality standards required by Arizona Administrative Code,
Title 18, Chapter 4.

3. Staff concludes that the proposed plant facilities to serve the requested area and its
cost estimate totaling $412,200 appear to be reasonable.

4. The Company has not yet obtained the ADEQ ATC for the proposed water plant
facilities needed to serve the requested area.

5. ADWR has determined that Mohawk is currently not in compliance with
departmental requirements governing water providers and/or community water
systems.

6. ADWR has issued a Water Report for the area being requested.

7. A check with Utilities Division Compliance Section showed that there are currently
no delinquent compliance items for the Company.

8. The Company has approved curtailment and backflow prevention tariffs.

? Per ACC Compliance status check dated July 31, 2008.
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Recommendations

1.

Staff recommends that the Section 28 extension area not be included in any CC&N
extension granted to Mohawk as a result of this application.

Staff further recommends that the Company file with Docket Control, as a
compliance item in this docket, a copy of the Approval of Construction issued by
ADEQ for at least 20,000 gallons of additional storage (for a total system storage
capacity of 60,000 gallons) by May 1, 2009.

Staff further recommends that the Company file with Docket Control, as a
compliance item in this docket, documentation showing that ADWR has determined
that Mohawk is in compliance with departmental requirements governing water
providers and/or community water systems prior to the CC&N extension being
granted.

Staff further recommends that the Company file with Docket Control, as a
compliance item in this docket, a copy of the Approval to Construct issued by ADEQ
for water plant facilities needed to serve the requested area by January 1, 2011.

Staff further recommends that Mohawk file with Docket Control, as a compliance
item in this docket, documentation demonstrating that the Company’s operator holds
an appropriate and current ADEQ certified operator license, within 90 days of the
effective date of the decision in this case.
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TO:

FROM:

THRU:

DATE:

RE:

Kiana Sears
Executive Consultant |
Utilities Division

Barb Wells

Information Technology Specialist

Utihities Division

Del Smith (Qf/

Engineering Supervisor
Utiities Division

August |13, 2008

MOHAWK UTILITY COMPANY, INC. (DOCKET NO. W-02341A-06-0040)
AMENDED LEGAL BESCRIPTION

ATTACHMENT B

Attached 15 a copy of an amended legal description prepared by Staff for the
requested extension area as well as the existing service area. This legal description
(which 15 based on a settlement agreement the company entered into with Tacna Water
Management, Inc., on May |2, 2006) should be used n place of the ornginal and any

subsequent description submitted with the apphcation.

Also attached 15 a copy of the map for your files.

:bsw

Attachments

cc: Mr. Robert Chris Rockwell

Ms. Deb Person (Hand Carried)

Mr. Del Smith



MOHAWK UTILITY COMPANY, INC.
DOCKET NO. W-02341A-06-0040
AMENDED LEGAL DESCRIPTION

Located in Township 8 South, Range 17 West, Gila and Salt River Base and Meridian,
Yuma County, Arizona:

Section 26: NW Y4
Section 27: S V2 of SW V4
Section 28: S ¥ of SE V4

The existing CC&N approved in Decision No. 49900, dated May 3, 1979, is described as
follows:

Section 26: SW %
Section 35: That portion of the NW % lying north of the north right-of-way line
of U.S. Highway 80

All located in Township 8 South, Range 17 West, Gila and Salt River Base and Meridian,
Yuma County, Arizona
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